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Insurance Consumer Information Sheet

Understanding Life I nsurance:
Should You Change or Cancel a Policy?

It can be to your disadvantage to cancd or

change your existing life insurance and
replace it with a new life insurance policy.
Some reasons for thisare:

oYou may incur additional expenses in the
ealy years of the new policy which will
gonificantly lower its cash vdue The
expenses may include any cods
associgted with the isuing of a new
policy such as the agent:s commisson,
the adminigtrative cost of producing and
deivering the policy and the cogt of
stting up the new account on the
company=s computer system.

oYou may lose benefits during the firg two
years with a new policy. A company can
deny a clam during the firg two years if
it can be shown tha you withhed
information from your gpplication which
was important to the decison whether to
insure you. This is cdled the contestable
period. If you change palicies, you must
go through the two year contestable
period again.

oYou may pay higher rates on the new
policy because you older than you were
when you purchased your originad policy
and life insurance rates are based on
your current age.
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BEFORE YOU DROP OR CASH IN YOUR
PRESENT INSURANCE POLICY AND APPLY
FOR NEW INSURANCE, TAKE THE
FOLLOWING STEPS:

1. Read any materiad provided by the agent
or the insurer carefully. Discuss it with
the agent. The agent is required by law
to provide you with dl pertinent facts of
the change.

Compare the benefits and cash vaues of
the two policiess You should aso
explore any posshle surrender charges
and tax implications that might gpply.

Compare options between the two
policdes Life insurance polices usudly
have many options covering how
dividends will be used, how dams will
be pad, how loans or withdrawds will
be handled, and other features.

Compare the loan interest rates. The
interest rate for new policies may be
higher than that for the exiding policy.
Therefore, you may pay more interest if
you want to borrow the cash value.

Find out if the exiging policy and/or the
proposed policy are participating. If a
policy is participatiing, the policyholder
may receive a dividend. Remember, no
company can guarantee the amount of
dividendsit will pay in the future.
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6. Compare the present and future cost of
the proposed and existing policies. In a
term policy, the renewa cost may go up
a the end of the term period depending
on the policy provisons. Remember that
only the minimum interest rate under the
policy is guaranteed.

7. Contact the agent of your present
company. Your present company can
often make changes in your exising
insurance on terms which are more
favorable to you then can another

company.
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IF YOU DO NOT UNDERSTAND ALL ASPECTS
OF THE TRANSACTION, YOU SHOULD NOT
DROP OR CHANGE YOUR EXISTING LIFE
INSURANCE IN ORDER TO REPLACE IT WITH
NEW LIFE INSURANCE. If you have any
questions that your agent carrt answer,
contact the Office of Fnacdd and
Insurance  Services (OHS), Divison of
Insurance a the address below for
assistance.
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